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Mr. Joseph B, Marcotte, Jr,. . '
68 Cornell Circlae ' .
Pusdly, Colorado B1003 ' .

Dear Mr. Marcotte:

Ruference is made to your lsttar of April 11, 1973, eonstituting
an appeal from the ssttlemsnt of our Transportation and (laine Division
dated April 5, 1973, Z~2489382, disaliowing your claim for reimbursemaat
of $305 representing a loan servics fes puid incident to the purchase of
a residence at your new parmanent duty station, Fueblo, Colorado.

The record shows that the Bureau of Rhwclmmation, Departmant of the
Intexior, disallowed the §$305 from your oriyinal voucher. The item was
describad on the settlemant etatemsnt as “"Loan Servica Yea (Buyser)" and
is 1 percent of the loan. On August 16, 1972, the administrative office
submitted a reclaim voucher for $305 with suppurting documents to our
Transportation and Claims Division for crnsiderstion, 7Tha claim was
disallowed by our Office for tha reuson that the $305 rvepressnts a lcan
origination or loan service foe, a financa charge under the ruth in

Lendivug Act, Public Law 90-321, and as such not reimbursable under Offic.

of Management and Budget Circular Ko, A-55, effective Juna 26, 1969,

On zppeal, you rafer to a latter of the Cantral lortgage and Invast-

went Company, dated May 26, 1972, which reads in pertinvant part as
follows:

This fee 1is required £o cover the cost ¢f procassing s
loan. This encompasses the efforts of many people nacsssaly
Lo process a loan from spplication through cloaing.

Much typing, mail, telephone counversations, an? caleu-
latiag is involved. V. A, papers are prepared for sub-
minsion; Truth in Lending Disclosure Statements, Closing
Statement, preparation of Note and Deed of Trust along

witl; many other required documents are completed for closing.

It 1e difficult to idividually itemise every requiremecnt

for processiog a loan to completion., I trust that you now
have some idea of what our loan origination fee covars.
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The Tecord indiiaten that you ware advised by tha loen ocoapany that
tha 1 percent charge was not a financa charge, Howvevery, for ths reasonv
outlined below we must conclude that such charge was of tha typa pre-
cluded by applicable low and regulaticn froa being a raisbursable evypansw.

Saction 4.24 of Office of Menagesint and Dudget Cireular Mo, 5-56.
vevised August 17,:197), provides in pertinent part:

[ 7]
at

® & & Notwithatanding the asbova, no fes, cost, chargn,
or expenss i3 reimbursible which is daterminad to ba a parct il
of tha finance chagge under the Truth in Lending Act, Title I, -
v o Pudlic Law 90321 ;-and Regulation-Z issuved:pursuant thexato - .- Lo
by the Board of Governors of the Federal Reserve Syatem, # # & .

Undar this provision wvhensver an item of expense incident to & vesl
estate transaction constitutes a finance chrrge within the contemplation
of Regulation Z reimbursement therefor is precluwded. Section 106 of tha e
Truth io Lernding Jct 48 4n part as followss v

(a) Excapt as otharwiss provided in this section,
the anvunt. of the financa clarge in eonneciion with any
consumer credit transaction shall ba deternined as the sum
of all charges, payabls direuvtly or indirectly by the per- '
son to whom the credit is eizended, and imposed directly or “'
indirectly by tha creditor as an incident to the extension
of credit, including sny of the !ouwin; types of charges
vhich are applicablas

- g

(1) Iuterest, tims price differontisl, and ’
any gmount payable under a point, dhwmt. oxr othax '
system of additional charges. _ - -

(2) Service or carryitg charge, |

(3) loan fae, finder's fee, or similar tharge, S
(4) Yoa for an investigution or credit report., .- ' - -
(5) Preniw or wthar charge for any guarantee or . | y

insurance protecting the craditor against ths obligor's
default or other credit loss.
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(e) The.followitg Stems, when charged in connsction
vith any extsnsion of credit sncured by an interast in
rerl proparxty, shall not ba included in tha «couwputation
of tha ti.nnnca ehu';n vith raspeact to that wmuuom
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(1) Jﬁu or praniume £or titls cﬂmliﬂ.
fitle insurance, or similayr purposes,

Rl svates » bl = v u - e L Y

. (2) Yaas 1'or pupuau.on of a M, sattlia-
A ltltmt, or other documenty,.

(3) Escrows ‘for futurs pqm?.o cf tanes md
dasuranca,

(}) Yeas for :wtv.mina dudo andi othnr
docuneants,. - ~ -

(5) Appraisa). feas.
(6) Credit xeports,
Ragulation Z fiz:m, Paxt 246), is to the sxmea effect,

The items as desvribad by tha moxtgage compary-velate to the application,
processing and servicing ¢f the loan, tha fse for which wvas & flat 1 por-
cent of the maowmt of the lvan, The fee is clsarly incident to the ex-~
tension of credi‘ within the purview of section 106(a) of thwe Truth in
Lending Act and (s such not rnimbursable. See B-173814, October 21, 1371,
and B-~176775, October 25; 1972, copies enclosed. '

In view of the foregoing the disallowance of the loan service fee
by our Txansportativn and Claims Division in the scttlement of April 3,
1973, is haraby svstainad,

For the Couptrollar General -
of the United Statea





